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57) First, both cable and wireless encounter substantial technical and economic

challenges in attempting to compete with Arneritech in the local exchange market.

Most cable systems are not currently outfitted to provide telephone service and the

technology that will allow them to do so has been slow in coming. Before any CATV

provider could effectively compete with Arneritech, it would be required to retrofit its

system and improve the existing transmission quality of the system. This would not

be easy, and would likely be very expensive to accomplish. Perhaps the best evidence

of this difficulty is the fact that, although several ventures involving the provision of

local exchange service through cable systems have been announced, and some trials

of such service have been held even in Michigan, provision ofexchange service over

cable in the United Stated is exceedingly rare. In fact, a recent article in the Wall

Street Journal discussed the abandonment of telephony plans by CATV giant TCI. 21

58) Similarly, wireless service would require a substantial improvement in quality before

it could be considered a reasonable substitute to the local exchange services of

Arneritech. Anyone who uses a wireless s~rvice understands that its utility, while

substantial, presently rests in its mobility, not in its transmission quality or its ability

to replace a land-line local exchange access line.

59) In terms of the publicly stated intention of the major IXC's to aggressively enter the

local exchange market as evidence of competition, the ability of a carrier to advertise

21 See Appendix N, Bad Call: Malone Says TCI Push Into Phones, Internet Isn't Working/or Now. Wall
Street Journal, Thursday; January 2, 199;; p. 1.
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intentions to provide services is in no wayan indication of the success or progress

that it will attain in the local exchange market. This type of hypothetical "evidence"

is useless in measuring the actual competitiveness of a market and should be rejected.

It falls far short ofmeeting the convincing demonstration ofcompetition that I

believe is required.

CONCLUSION

60) In summary. the criteria described herein can and should be used to test whether and to

what extent competition exists in Ameritech Michigan' local exchange marketplace.

Further, the evidence in the record herein demonstrates by any test that competition is

practically non-existent in these markets and due to the fact that significant barriers are

still in place, competition is not likely to develop for quite sometime. Finally, the

existence of a resale tariff and a limited number of resold services does not in any way

constitute the kind of full and effective competition that can serve to discipline

Ameritech in the marketplace.

61) What Ameritech has suggested is that a number ofcarriers are certificated to provide

some level of telecommunications services within the state of Michigan, and that

several others are seeking similar authority. Furthermore, it has suggested that

several carriers already have, or will have, agreements with Ameritech Michigan by

which they may eventually gain access to interconnection services, unbundled

network elements, and Ameritech's wholesale offerings.
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62) This information provides the Commission with no indication of when, or if, these

carriers will eventually overcome Ameritech's monopoly power in the marketplace or

the extent to which they will be successful in providing customers with alternative

services. This is accentuated by the fact that only five of the carriers mentioned by

Ameritech (MCImetro, MFS, TCG, AT&T and USN) currently have final tariffs on

file with the Commission and, hence, are the only carriers currently able to generally

even offer services to Michigan customers. In addition, four of these carriers had

those tariffs approved only recently and are unlikely to have made significant

progress at this time.

63) Ultimately, Ameritech's performance in meeting its requirements under the

competitive checklist cannot be measured and confirmed without a corresponding

examination of the growth and health of competition in Ameritech's local exchange

markets. For this reason, the Michigan Commission should seriously consider the

actual level of competition -- especially that which is provided by facilities based

competitors -- in both its decisions regarding the "non-discriminatory" nature of

Ameritech's checklist compliance and its measure of the "public interest, convenience

and necessity."
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VERIFICATION

I, Michael Starkey, do on oath depose and state that the facts contained in the

foregoing affidavit are true and correct to the best of my knowledge and belief.

SUBSCRIBED AND SWORN to
before me this ~f1~ day of
January, 1997.
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CLEC Presence in Ameritech-MI
Service Territory

Attachment B

TOTAL ACCESS LINES·

Ameritech-MI =4,972,505
Brooks Fiber = 15,000
Other elEC's = 5,000

TOTAL CLEC PRESENCE
20.000/4.972.505 =.40%

* SOurce: Amentech November 12. 1996. Informational Filing in MPSC Docket No. U-11104
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Attachment 81

Absence Of Local Competition In Ameritech Territory -- Michigan
Total Tier One LEC Switched Access Lines For This State: 5,458,112

Ameritech Serves 87.68% Of These Switched Access Lines

End OffIce Switches:
1
1
1
1
4

20,000

5,000

Total Amerltech Switche.·: 442
End Office: 434
Tandem: 8

CLEC Percentage Of Total End OffIce Switches: 0.91%

Average Access Lines Per Amerltech End OffIce Switch: 11,027

'Some End Office switches can be used for both local and tandem switching
therefore, the sum of End Office and Tandem switches may not equal the total.
I I
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RBOC Territory
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Name: Target Market:
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Average Access Lines Per CLEC End Office Switch:
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CLEC Presence in Detroit LATA

IIAmeritech
.ClEC·s

TOTAL ACCESS LINES

Ameritech-MI = 2,265,000
CLEC =. 5,000

CLEC Presence = .22%

MPSC
Case No. U-11104
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Total Ameritech-MI Access lines
Total CLEC Access lines
Total Unbundled Loops
TOTAL CLEC PRESENCE
TOTAL UNBUNDLED

= 4,972,505
= 20,000
= 11,774
= 0.4%
= 0.23%



Attachment F

CLEC Presence in Grand Rapids LATA

Em Ameritech-MI
• Brooks Fiber

TOTAL ACCESS LINES

Ameritech-MI = 1,340,000
Brooks Fiber = 15,000

CLEC Presence = 1.1%
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Case No. U-11104
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Competition for Residential Customers
In Ameritech-MI Service Territory

MPSC
Case No. U-11104

TOTAL RESIDENTIAL ACCESS LINES

Ameritech-MI = 3,202,000
Brooks Fiber = 5,000
Other ClEC's = 0

Percentage MI Residential subscribers With
Competitive Choice = 0.15%
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December 30,1996

Attachment H

Katherine Brown, Anti-Trust Division
Telecommunications Task Force
U.S. Department of Justice
555 - 4th Street NW, Room 8104
Washington, DC 20001

Dear Ms. Brown:

via OVERNIGHT COURIER

As follow-up to our meeting on November 25th we are forwarding additional information
describing some continuing operational issues with Ameritech that affect our ability to
deliver excellent customer service. Even though we have over 1amonths of actual in
service experience and have an operational interconnection agreement with Amentech,
cooioination pio:Jlems still Elxist.

The introduction of competition into the local exchange arena is a very complex
undertaking. The complexity is compounded by the simple fact that faciliti8$-based
providers. suCh as Brooks, require an extraordinary high degree of cooperation from a
supplier who, in fact, is in direct competition with the new entrant. Tr~itional

supplier/buyer business relationships are simply not relevant. The ground rules and
operational procedures for introducing competition must be completely thorough and
rigid to prevent monopoly abuse. We hope that the attached examples illustrate this
condition.

Since late JUly, when we signed our interconnection agreement"with Amentech. there
has been a noted improvement in Amemech's service delivery to Brooks. ~eritech is
certainly aware of these current issues, and has agreed to work with Brooks to find a
satisfactory resolution. We are forwarding these examples to your attention, to illustrate
that additional work is stili necessary in this very fragile area.

In addition, at your request., we are also enclosing some examples of our media
advertising.

If you have any questions or wish to discuss any issue please call me at (616) 224
4359.

Sincerely,

Martin W. Clift, Jr.
Director of RegUlatory Affajrs

enclosures



Broo~ Fiber Communications of Michigan
Service Affecting Examples with Ameritech

Inability Of Loops To Be Reconnected At Customer Premise

Descn'ption: For a variety of reasons, including at the request of Brooks
or due to the unavailability of existing facilities, new loops are provisioned
in lieu of reusing the current loop. Such provisioning requires that an
Ameritech technician be dispatched to the customer's premise to
disconnect the existing inside wire to the "old- loop. During this visit
however, the Ameritech technician does not l'8Connectthe inside wire to
the new loop. Instead, a Brooks technician must be dispatched to
reconnect the service. In the meantime, the customer is left without
service. This, we believe, causes unnecessary customer dissatisfaction
and requires an unnecessary field trip by Brooks to the customer's
premise. In these instances, Ameritech should reconnect the inside wire
to the new loop while at the customer's premise.

Inabilitv For Brooks CustQmers To PIC Ameritech IntraLATA Toll

Description: Brooks local exchange customers are currently unable to
·PIC- to Ameritech for intralata toll service. Ameritech does not accept
·PIC1d- intralata toll traffic from a Brooks' customer. In order for these
customers to switch their local service to Brooks, these customers must
switch their existing Amemech intralata toll service to another carrier. This
restriction precludes certain customers from switching to Brooks' local
service because they have tenn contracts with Ameritech for intralata toll.
(See Attachment 1). These customers cannot terminate their term
agreements with Ameritech without penalty. Ameritech should either
waive these customer ~ennination liabilities, or enable Brooks to pass the
intralata traffic to Ameritech. A "fresh look· provision would enable
customers choose the carrier of their choice without penalty.

Unreliable Electronic Interfaces With Ameritech

Description:

1. Unbundled Loop Provisioning: There i$ currently no reliable electronic
means of interfacing with Ameritech's loop order system. Brooks' service
orders are entered into a "satellite" Ameritech database which is entirely

12/30/96 1 of 3



separate from Brooks' internal ordering system (AS400). Consequently,
service orders are input twice-once in the Brooks' system, and again in
the Ameriteeh system. The service orders are "collected" and reinput via
modem to Amerttech several times a day. As, bacJwp measure. a daily
summary listing amert's is manually created and 'Mad to Ameritech.
Every day, the provisioning department manually double checks the
previous days orders to see jf they were rejected, received or not
received by Amemech's system. It's a common occurrence for orders to
get lost in transit so these orders are, again, input into the Ameritech
system for processing. There is a great need for a standard, reliable
ordering system which can easily be interfaced between companies,
where there is no manual checks & balances and no duplicated effort.
Ameritech needs to establish further internal controls and edits between
the two electronic data systems.

2. Number Portability: Unlike the unbundled loops, the porting orders can
not be transmitted to Ameritech electronically. Each order Is entered into
the Brooks AS400, printed, and manually faxed to Ameritech. Ameritach
needs to establish an electronic means to process orders for number
portability.

3. Billing: Currently, Amemach is sending invoices for unbundled loops,
number portability, and interconnection usage to Brooks in paper form.
These bills fiterally contain many thousands of separate data entries. This
data in paper format cannot be easily cross-referenced to chEpek for
accuracy before payment is made. Brooks has requested that these
invoices be sent in electronic fo.rmat so that the necessary auditing can be
performed by our computer system. (See Attachment 2). Ameritech
needs to establish an electronic means of SUbmitting invoices.

InaQility Of Potential Brooks Customers To Qbtain ServiC,! Informati2"

Dttctiption: Payphone Contracts. Signed letters of authorization (LOA's)
from potential Brooks customers are submitted to Ameritech to obtain a
copy of applicable terms and compensation plan. i.e. customer contract.
Ameritech has not produced this information, even though a signed LOA
has been submitted. Ameritech should supply this information.

Examples: Cornerstone College and Ottawa Hills High School.

'2130/96 2 of 3



Poor Coordination Of Customer Cutovers:

Descnption: Poor coordination with Amemech technicians during
customer cutovers causes extreme customer dissatisfaction and
displacement. Customer cutovers, on a regular basis, are taking 5 to 10
times longer than necessary. There are a variety of reasons for these
delays, as can be shown in the attached examples (Attachment 3). The
reasons can be generally attributable to incomplete records of existing
serviCe andlor insufficient up-front preparation. Brooks has worked with
Ameritech to minimize customer down time, but excessive down time
continues to occur. A common occurrence involves "cutting- the existing
service on customer lines when incoming calls are currently in process.
Brooks has proposed one technical solution, as shown on Attachment 4,
and is waiting on a response from Ameritech. Ameritech needs to
improve its internal operational procedures to avoid lengthy: customer
cutovers.

Improvements In Customer Service Commitments:

Description:

1. "The Customer Comes Firs~: Both Brooks and Ameritech should
adhere to this standard. and develop operational procedures with the
customer in mind. Instances where customers are inconvenienced behind
the jest of "company policy" are unacceptable. Most of the above issues
clearly create an inconvenience to the customer, who is merely trying to
execute its option to choose the carrier of its choice.

2. Lack ofSufficient Resources AfterHouf'$: Often times. an order must
be completed after regular business hours. In many instances, Amerlteeh
does not employ sufficient technicians to complete these orders. This
inconveniences the customer by postponing their service cutover to the
next business day. Amerltech should not be able to create a bottleneck
for service installation, within limited business hours, which ;$ contrary to
the best interests of the customer.

3. Lack ofProfessionalism: There have been numerous situations where
Ameritech technicians have made disparaging and inaccurate remarks
about Brooks' service while on the customers' premises. Such conduct is
unprofessional, and Ameritech should train and discipline their personnel
accordingly.
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Ameritech Switches in the Grand Rapids LATA
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Attachment L

CLEC Switches in the Grand Rapids LATA
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Attachl"lent M~

Status of CLEC Applications in the Ameritech Region*.

MICHIGAN

Statu. of
Local Interomce

Switch••
Interconnection Agreement

Company Name (CLEC)
Application

Exchange Tran8ln lesion
Deployed

Agreement Approved by
Tariff Flied Facllltle. Reached Comm.

AmenTecn ~ommunlcattons InC. (AGI) GranTed
.AUloI Granted ArDllra1l0n 11£011:'0 t'emslng
uimax TetephOne Gompany (jrameo
:~onnnenr81Telecomm. 0' MI, me. Granteo
:~om~ast MH y Gommunlcauons Of MlCntgan, InC. Grante<J
I~om~ast lelepnony ~ommunlc8tlons Of MlCmgan. InC. Granted
IL~r Granteo
[t"none MICnigan Granreo
I~pnm GranTeo 11'I AlOItr8l1on
[VVlnstar WireleSS Granteo 1'" IOlOQ t"enatng
IU~'" ~ommunecanons. rnc. Granted Yes ." ".,.., (Resale t-'enalng

Only)
I~oast to ~08St pending
Ilere-t"none-~ommUnlca..ons (It-'G) pending
I~ytel Pending
i~GI t"enalng
:MGI Metro Granteo Yes uetrOl( ueuon Anmrauon t-'enalng
IIG\,; Granted Yes lJelrolt Detroit Amoratlon ." ,..., 11/12/96
1~l'OOks tiber GOmmunlCatlOns (jranteo yes GraM Kapeas (jraM KaptCIS '" '""flU lllmlW

1M... ::» Intelenet of MIChigan, me. (jranteo ves uetrolt ueUOIt ''''......,
19 15- Granted

5 4 4 7 3
4 - Pending

*None of the foregoing provides detail on the operational status of entities, the nature of the services offered, the class of customers
served, the underlying facilities used, or the geographic scope of the services offered. All information has been compiled from public
sources.
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Fourth Quarter Review: Federal Law Will Bring End to Long
Distance Prohibition and New Opportunit......
On Price, We Haye Moderately Lowered Our Exposure

• After 13 yea,. of lobbying, 1he RBCCs finally won a new Federal
Telecom law eliminating Judge Greene's long diltanCe prohibition
and bottleneck concept. The law allows RBOCs to quickly provide
long distance out-of-region and to cellular customers anywhere. For
in-region approval, the RaOCs must meet open inteconnection,
competition and public interest tests - which we estimate could
take another 1 112 to 2 years for many RBCCa.

• Th. net effect of the legislation WIll be ea.r and more powerful
RBOCIGTE antry into long distance, providing RBOCs a welcoml
ottllt to accelerating local competition. Combined with .arnings
power unleuhed by price cap regulation, their outlook hM improved
substantially. We He the opposite for thllarger long cflltance
companies.

• A new ·80/20· rule hal been bom: ASCCI will buy long distance
capacity at a, much u 80% diKountl whiJI tong distance carriers
will buy local capacity at 20-30% discounts off 1Wtai1- meaning the
RBOC, and GTE face far higher incremental margins on long
diltancl and far lower real (net of whoIIIaJe recovery) profit .....
in local than perceived.

• Though we moderately Nduced our pPOIUre to 1M ABOCIGTE group
by lowering Iong-tlrm ratings on BenSouth and US Wilt, WI continul
to ... market outplrformance for the group. Our favoritll now are
SBC, Arneritech and BlIlSouth.
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• The RBOCs' recurring 40 EPS growth averaged 5.8-', in fine with 30', 5.9%.
Bell Atlantic led the RBOCs with an EPS gain of 18.4%, followed by Amerttech,
NYNEX. GTE, SBC and eeDSouth. Pacific Telelillhowed the wealent 4Q
resultt with a recurring EPS decfine of 12.8%. US WEST Communications'
40 EPS were down 5.2% from the year ago quarter. Excluding PacifIC Telesis
and U S WEST. EPS growth averaged an irnpreuive 9.0% in 40. down from
10.3% in the third quarter. We railed our estimate. for Ben Attantic and
NYNEX and we lowered our estimat.. for PacifIC Telesis and U S WEST
Communications. For fuR year 1895. the RBOe. recurring EPS growth
averaged 5.0%. down from e.4% In 1114. Excluding PacifIC Telesis and U S
WEST, which both want through a transition in 1nsf EPS growth awraged
9.1%. We now foracut average recurrtng EPS growth of 7.5% In 1H6 and
6.4% in 1997. Excluding Pacific Te.iI and US WEST, w. forecastawrage
growth of '.4% In bOth,.and 1197.

• Accesl line growth averaged 3.9% in .a, bitter than our forKUt and the third
quartefl 3.8%. High usage buline.. Iina growth ICCIIeratld llightly to 8.8%.
up from the third Qua".", e.3%. whBI _.mial line growth accelerated to
2.1% from thlthird quarte", 2.7% due. continued aggr...ive HCOnd Une
marketing campaigns by an of the ABOCI and incruaing HCOnd fine
penetration. Average long distance minutU of us. grew 9.8% yur-ovar·yaar
in the fourth quarter, down 20 buis points from the third quane'" 9.8%.

• The ABOCs' cellufar operations had a bitter than expected 40, with an
average annual penetration gain of 3.4% VI. our foracut of 3.1%, and up
significantly from the year ago fourth quarte". 2.8%. RIOC lubscriber growth
averaged 39% yaar·over·year. down from 4~" in the prior quarter and c.llular
revenues grew an average 28.5% annually, down from the third QUirter's 30%
- the gap. reflectl an average 9% yaar-over·yur dectine in revenue per
subscriber in 40, better than the 30'.'0% dectine.

Ttlecom hNiclII- D flbNlry ,_ ,



Investment
Conclusion
Though We Lowered Our
Exposure, We Continue to
B.lleve the Group Can
Moderately Outp.r1onn
the Market ••• Especially If
It Turns Defensive

After 13 Ve.,. of Debate,
Judge Gr..ne'. Ru Ar.
Gone WIth the , ge of
a New T.lecom Act

That Act, Combined WIth
A Dramatic Regulatory
Shift Away from ROR
RegUlation, Means A
Fundamental
Improvement in Growth
Prospects for the RBOCa
.nclGTE ..

Though we hive mod.rately reduced our recommended exposure to shares of
the s.ven R.gional Bell Operating Compani.s (RBOCs) and GTE u • result of I
significant mark.t out-perform.nce over thl put 7 months, WI continue to
believe these shares can outperform the SIP SOC over the next 12 months.

Our valuation screens indicate average price appreciation potential of 18%, plus
an average dividend yield of ~.6%. (see Table 2 for price objectives and relativ.
multipl.s.)

Though our call is a group call, our scre.ns show the gr.at.st upside in shar.s of
Ameril.ch (22% to $73, plus 3.6% yi.ld): and sec (25% to $70, plus 3.0% yield):
and BeUSouth (19% to $48112, plus 3.5% yield). Our price objectives assume
the RBOCIGTE group trades near a 10% PIE pr.mium to the SlP's 16.4x
estimated 1998 EPS, with AIT, BL.S and SBC at 8%,10% and 14% premiums to
the group, respectively, given best-of-group growth prospects (10%+), lowest
dividend payout ratios, and 100% movement away from rate of retum regulation
at AIT and SBC (70% at BenSouth).

T*,2

fllOCIIGTI 111'111 Multlpl••
(as of Fetlnaty 11, 1tM)_Me. ",-M", ,. -cw.. ,- .... ...... T..... • 111 ....... .. .....'i!!:II m ... JIM! !IIIilI .. JIM! .. ...m

AmIIilIdl 1S...3 S3.75 15J U7 1ft 11.4 1.11 m.s 2ft
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US WEST Corm\. SM.ClO SUS 13.1 o. '" 15J 0.15 S3U5 '4"4

RIOC-' 15.1 Q.II ... 17J ,. 1ft
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(1) MlIIDIlIIIlIIIIn'-cMIIndI flCIt ft:UIId.

n.'-''''an FeMryI,~ CInIon IignId irElllwthlT~
Act of ' •• oomprehenaive Mcf very~OC rewrite of taIecommunlcltlons
I'IgUfItIon. 'nil Ad eIri_ the MFJ II1d Judge GrHnt" rufeI- rules that, at
their core, had prohibited the RBOCa from offering customa,. long distance
s.rvice a")Where in the U.S. until their lo-calIed "boftJIneck- control over local
access to the end user was eliminated by alternativllocal suppliera.

The new law lignifantly reduc. that hurdle, as it doea not activate a
bottleneck concept nor doel It ·...qul... much reduction In the AlOe,' lhare
of the local telephone and aCCH. rnarketl la I preconditIon to .ntry Into
long distance. Instead, the new law acknowlldges the ABOCs' disinCentive to
open local markets and networks to competitors and thus it offers the RIOca
long diltance entry a•• quid pro quo. In effect, the new law ,nticts th,
RegioMI BtD companies (ASoc.) to open up their local networlcl to competitors J
in exchange for the opportunity to enter thliong disr.nce market. - • trldlOtf .
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[
Long DIstance
Opponunity WIll Offset
the One Negative in the
Act: Accelerated Local
Competition

The N.w Math i. an 80120
Rul•••

Share Exchange I.
Aaymmetric In Favor of
RBOCa _ Driven by
Aaymmetrtel in Buying
Power Thus Whole..le
Diacountl and capital

I Intensity

we conlld.r quiW attractive for the RBOCs given the fact that stat. regulators
we,.. rapidly moving to facilitat. local competition anyNIy.

How the Competltlw R/ak ,. ..... than ""m the Eye: Much II made in the
press of the long distance carriers' aggressive plans to compete in the local
telephone market. We certainly foresee accelerated local competition U I result
of state and, now, Federal legal changes. Indeed, this explains our buUish wewof
shares of MFS (MFST. $59 31", D-2-1-9). a startup alt.rnative local phone
company ..rving approximately 0.5% of the U.S. local telephone mark.t today.

Theil articles f.., to point out, however. how difficult it will be for long distance
companies to gain tnQUgh local tltephone profits .oon .nough to Off••t the
IoIHS we .xpect them to Incur in the long distlnce market. This is becaus., for
the most part, the long diItIncI carriers have few direct paths to the .nd user
customer - except vii purchaH of serviCes or asits from aIt.rnative networks
such u MFS or, to lome .xt.nt, MCI M.tro; or vii resale of loCal exchange
company (LEC). including ABOC and GTE. facilities.

Lonl dlsfllnce will get only 20-10" dlal:ounts on local c.pclty. And here's
the problem: When long distance carriers buy Ioca\ capacity from the RBOes on
a bundled resale blSis, they are likely to g.t only a 20-30% dilcoum off retail
rate•• And. if they buy unbur.dled local loops (the so-called -lalt mile', under the
law they will ~ required to pay -cost plus a r.asonable profit- - which it usually
higher thin today's subsidized local monthly retail rate. (see below for more
detailed discussion of distinction between bundled and unbundled .....1. under
the Act.)

So, except to the extent the ABOCI loIe lhara to faciliti.s-based local
competitors sUCh as MFS. T.Ieport, other ao-called CAPS, and .ventually the
cable companies - which WI expect to evolve over time as those networks are
buih out anet" market are grows from todaYs 1.2% market shire to 20-25% by
2005 - long distance revenue lhare plna of, Sly, 10% in the local market
wiU translat. Into only 2-3% revenue So.... tor the RBOC. and GTE. rNa
are Illuming 20-30% whoIIIaJe diIcounts because lome important state PUC.
have already indicated discounts betwHn 10-25%. Quite sUry:)rilingly, 25%
discounts have bien dIICribed as adequate by AT&T).

In contra... wilen lIaoc. Of on .... ,.",,, .11 In 1M long III_nee
marltet, they will either (a) use their substantial volumes to bargain (remember
there are .. cornpeti1g nationII fiber _ capacity tuppliera) for discounts that
WI Htlmatl It cIoR to 10-10% off retail tong distance rat. (•.g.• an IItirnaWd
2 or 3 canis per minute, vs.10 CInII '* 01 both.nds of 1CC8I.) or (b) HIIc:tiveIy
upgrade their own in-region networkI to carry long diItanct call bemM.n heavily
trafficked ely pairs. thereby rilly bpIIing the long cIItanc:e networIcI and
reducing long diltlnce transport costa from 2-3 CIntI pe, minute to a-w..n a
half and one cent of depreciation, maintInance and interest ape".•.

Clft"" thelDl20 or 7tJ4D~ of"'11 exchMge""" 1M long
d.,.nc. ."d local telephoM Inllustria .,. .symmetrlc Itt fa\tOt' of the
RBOC••nII G1"£. Think .bout It". _Y (all numbers ... net of both ends of
aCCIII): " a long diItanCI camer IoMI 10% .ha,.. of Is ,.....: and
recaptures Its proportionate ahara of wholHate traffIC (i•••• at 2 cents instead of
10 cents). IlloH1lt least 8% (10% of 10%) of its gross margin (revenues ....
acc...). And worse. with III main variable COlt (access) already backed out of
the analysis. marketing costs untik.1y to deCfinI with the ASOCs intensifying the
telemarketing and advertiSing .nvironrnInl, and few other COItI Iik.1y to dIeIine
with reduced retaU volumes (except the COlt of printing and potting bills for lost
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